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income will be in inverse directions; export earnings will fall from
6 per cent of national income in 1955-56 to only 3-4 per cent
in 1975-76, whereas investment will rise during this period from
about 7 to 17 per cent of a much larger volume of national income.
By continued and strict import controls, it may be possible to
raise the share of capital-goods imports in total imports from 40
per cent at present to between 50 and 60 per cent by 1975-76.
In view of the fact that the growth of industries will also necessitate
enlarged imports of essential raw materials and fuel oils, this can
hardly be considered an easy task, though it may have to be done.
It will then be possible to raise the volume of imported capital
goods faster than total imports—say by about two-thirds. But
the volume of investment and, assuming a constant proportion of
labour costs and capital-goods in investment, the availability of
capital-goods has to increase by 500 per cent to attain a growth
of 150 per cent in real income. As stated above, the slow develop-
ment of the exports will thus act as a built-in depressor upon
economic growth.
Obviously, if economic development is to be assured, it will be
necessary to raise the domestic output of the capital-goods
sufficiently fast to supply all the capital-goods that are needed for
net investment. As can be seen from Table 5, the present domestic
supply of capital-goods will have to be raised more than eleven
times, or doubled every five years.27 Since total industrial output
may not rise by more than 50-60 per cent every five years, the
output of consumer goods will obviously increase even less rapidly.
The basic parameters in the example may be varied to suit some-
what different assumptions. But the central implication of the slow
growth of India's export trade will still remain that the domestic
output of capital-goods will have to be raised much faster than
that of consumer goods ; otherwise there will not be an adequate
volume of capital-goods forthcoming for investments needed to
assure economic growth. Many pre-industrial countries, with
export prospects not altogether different from India's, will be faced
with a similar situation.
27 The actual requirements will be even higher because with the cumulative
expansion of the stock of the capital, the proportion of replacement investments
in total gross investments will also rise. See E. D. Domar, "Depreciation, Re-
placement and Growth,** Economic Journal, March 1953.

